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Our Profession 
By James F. Hucues, C. P. A. 


TH AT I should address you with 
reference to the status of our 
profession is the wish of our com- 
mittee in charge of meetings. My 
appreciation of its contribution toward 
our successful meetings of the past 
two years causes me to bow to its 
wish and impels the hope that I may 
acquit myself creditably in your 
judgment and in theirs. 

To one who has been active in be- 
half of the profession since 1911, it 
perhaps seemed to your committee 
that the time which has since elapsed 
must have brought many thoughts 
regarding the work we are trying to 
do. It has meant contact with many 
men all equally interested in the de- 
velopment of our profession and 
recognition of the contribution they 
had made and continue to make in 
this development. 

To do full justice to this topic, 
one should have the ready flow of 
language of one of our more gifted 
speakers. Not possessing it, I rely 
upon our common interest in our 
profession and face the question 
how can I present to you in an 
interesting fashion these things which 
I should present, not burdening you 
with unnecessary statement of matters 
of no great moment. 

One may grow voluble in speak- 
ing extemporaneously and speak at 
length of the Grand Old Men of our 
profession whom he knew, and a 
desire to avoid this volubility is my 
reason for reading this paper. For 
when I come to its end, I shall then 
stop. But because I am convinced 
that we have work to do, which we 
ourselves must do, I welcome this 
opportunity to say it. 


The Beginning of Our Profession 
in the United States 


The history of business records 
the economic conditions which brought 
about the enactment of the first 


State law authorizing the use of the 
designation “Certified Public Ac- 
countant” and limiting that title to 
those qualified under the law, why it 
was desired, and its effect upon the 
business of the country, since obvi- 
ously its purpose was to serve the 
business interest of the country. 

There are always a few men who 
are thinking in advance of the ma- 
jority and so it was in this country 
and particularly so in this City and 
State in the years preceding 1896. 

What is the effort which requires 
the greater part of our lives? I am 
now speaking to a group of profes- 
sional men. I believe the answer to 
be Thinking. It has been said that it 
takes time to think. Some years ago 
an editorial in the Pace Student fin- 
ished with the word “Think” printed 
in type somewhat larger than that of 
the rest of the article—the word be- 
ing again repeated in type still larger 
and ending with the word repeated 
for a third time in even larger type. 
We are constantly admonished to 
Think. 

The attempts to obtain legislation 
which were begun in 1895 finally suc- 
ceeded and such a law was enacted 
and signed on April 17, 1896. Sub- 
sequently, similar legislation was en- 
acted by the remaining states and 
the use of the title “Certified Public 
Accountant” was definitely estab- 
lished. 

Following the enactment of the 
law, this Society was organized, the 
membership in 1897 being 24. 

Those same men who worked so 
hard for the passage of the law were 
then required to provide from their 
number those who should constitute 
the first Board of Examiners. The 
Board of Examiners was supplied 
and functioned. Think for a mo- 
ment, if you will, of the work under- 
taken by the members composing 
that first Board. 
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Perhaps some of you remember the 
first syllabus issued setting forth the 
subjects upon which the candidates 
should be prepared. The preparation 
of that early syllabus must indeed 
have been a monumental labor. 

To the pioneers for their labors 
and to the subsequent members of 
the Board of Certified Public Ac- 
countant Examiners, our profession 
is deeply indebted. Many of us are 
aware of the work which these men 
have performed in establishing our 
profession and in maintaining it. I 
shall not refer to the difficulty which 
existed in the past of getting nomi- 
nees for the Board of Examiners to 
accept appointment because of the 
heavy work incident to the office. 

For the first five years ending in 
1901 in which examinations were 
conducted by the State Board of Cer- 
tified Public Accountant Examiners, 
the average number of candidates 
was 16. In the next five years end- 
ing in 1906, the average was 67; in 
the next five years ending in 1911, 
the average number of candidates 
was 125. 

In a recent examination there were 
1,400 candidates, which you will 
agree is a very great increase from 
the average for the years 1907 to 
1911, when it was 125. If one con- 
siders the percentage of candidates 
for the certificates successful in the 
examinations in recent years, one 
must realize that some of them were 
merely trying out their ability by 
means of the examinations and that 
success in the examinations, while 
desired, was not to them a matter of 
first importance. Thus, the percent- 
age of total candidates which suc- 
ceeds has a different aspect. At pres- 
ent the total number of certified pub- 
lic accountant certificates issued by 
New York State is approximately 
6,000. It is not known what percent- 
age of those to whom the certificates 
were issued are still living; neither 
is it known what percentage of those 
still living are in active practice. 

In speaking of our Board of Ex- 


aminers, I am happy at this moment 
to state that Mr. Norman E. Webster 
has recently accepted a re-appoint- 
ment to the State Board for an addi- 
tional term of five years. In view of 
the change which takes effect as of 
January 1, 1938, provided for in the 
law, we are all happy that Mr. Web- 
ster will remain on the Board during 
the transition period. 


Education for the Profession 


Upon the formation of this Society 
its articles of incorporation set forth 
that its purpose was to cultivate and 
promote the science of public ac- 
counting. When organized in 1897, 
the membership was 24. In 1899 
there were 86 members. In Novem- 
ber, 1899, the Directors adopted the 
following resolution: 


“WHEREAS, it is the sense of this 
Society that it is expedient and 
necessary to the development of the 
profession of public accountancy 
that the same should be estab- 
lished primarily upon an educa- 
tional basis, as in the case of other 
professions, and that means should 
be taken to render the proposition 
effective; therefore, 


“RESOLVED, That the President be 
and is hereby requested to endea- 
vor to confer with the Trustees of 
the University of the State of New 
York, or other collegiate body, 
with the object of effecting an ar- 
rangement for the establishment of 
a class, and for a technical course 
of study therein, in the science of 
accounts, finance and economy, 
business practice, commercial law 
and such other subjects necessary 
to the special education of persons 
desiring to enter the profession 
and to become certified public ac- 
countants ; further 


“RESOLVED, That the President be 
empowered in his discretion to in- 
vite the co-operation of kindred 
societies in this state and of mem- 
bers of the profession interested in 
the future success of public ac- 
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countancy ; to the end that strong 
effort be made to effectuate the ob- 
jects of these resolutions and there- 
by strengthen the profession.” 


New York University was per- 
suaded to go into the project and the 
Society had the further obligation as 
to the teaching staff; of the faculty 
six were members of the Society. 

New York University did not wish 
an added financial burden and mem- 
bers of this Society guaranteed the 
University against loss. 

The objects set forth in the resolu- 
tion I have just read have constantly 
occupied the attention of our mem- 
bers and the success of New York 
University School of Commerce, Ac- 
counts and Finance encouraged the 
many efforts with which you are fa- 
miliar to provide for the special edu- 
cation of persons desiring to enter 
the profession. 

At this point, I wish to refer to the 
work which our Committee on Edu- 
cation has been doing during the past 
two years. Its report, shortly to be 
published, will indicate its constant 
attention to those things which stand 
for the advancement of the profes- 
sion. It has constantly co-operated 
with the State Board of Certified 
Public Accountant Examiners, of 
which Mr. Norman E. Webster is 
the chairman. 

The advancement of our profes- 
sion is greatly enhanced by the work 
of such committees. 

In 1904, the text books on account- 
ing with which I was familiar were 
by English authors. I recall the 
names: Lisle, Pixley and Dicksee. 
There was also about that time Mont- 
gomery’s American edition of Dick- 
see’s Auditing. Today many of the 
accounting text books in use and 
many of the books of reference on 
accounting subjects, are by members 
of our own Society. To these men 
also our Society is indebted for their 
contribution to the development of 
our profession. 

In pursuance of the realization of 
the need of providing education for 


those desiring to practice our pro- 
fession, the meetings of our Society 
are of an educational nature, includ- 
ing as they do the consideration of 
the various laws which affect busi- 
ness and discussions with other or- 
ganizations the work of whose 
members relates to business. 


Organization 


From the membership of 86 in 
1899, our Society grew in five years 
to 134; in 1911 it was 301; in 1916 
only 338; in 1922, 554 at which time 
a permanent office of the Society was 
established in charge of the late W. 
Alcorn Brown. The personnel of the 
office has been increased as our mem- 
bership and our participation in pub- 
lic affairs increased. 

I should like at this time to remind 
you that during the period of Morris 
Troper’s chairmanship of the Mem- 
bership Committee, 640 certified pub- 
lic accountants were admitted to the 
Society. The membership in May, 
1926 was 877 and at the end of 1930 
it was 1,392. There were some ter- 
minations of membership but the 
Society did show an increase in 
membership within that period of 
approximately 60%. 

Organization of our members into 
a professional group has brought 
about a common understanding of 
our problems. This is one of the 
outstanding considerations leading 
to membership. Recognition of the 
strength which comes from united 
effort is another. 

There are other considerations but 
when we contemplate the fact that 
we are members of a profession in 
the maintenance of which we have a 
vital interest —a profession which 
has been so potent a factor in the de- 
velopment of business, one which we 
by our contact with business under- 
stand the value of the profession to 
business—we appreciate the full sig- 
nificance of the phrase: “In unity 
there is strength”. 

The organization should embrace 
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within its membership all members 
of the profession. 

The successful candidate for the 
certified public accountant certificate 
must recognize this truth—that when 
he is granted his certified public ac- 
countant certificate, he accepts an 
obligation. Yes, thanks to the work 
of their fellow practitioners, some 
have heretofore been able to sit 
back and enjoy the benefits of the 
law under which they obtained their 
certificates, without taking any part 
in upholding it or in demonstrating 
that it is good for society. The com- 
ment has frequently been made that 
many accountants do not take an ac- 
tive interest in the operation of the 
law—that their interest is limited to 
the upbuilding of their incomes and 
not at all to the upbuilding of their 
profession or to the protection of that 
which they sought as a means of add- 
ing to their incomes and the estab- 
lishment of which involved so much 
work on the part of others, as does 
its maintenance today. 

Possession of the certificate sug- 
gests membership in a highly-skilled 
group and possession of membership 
in the Society indicates to the busi- 
ness world a readiness to submit to 
the discipline of organization, keep- 
ing in mind the fact that the organi- 
zation was created to promote stand- 
ards of conduct and of practice to 
which all members would adhere. 

Through organization we hold our 
members to observance of the law 
under which our profession exists, 
and to their obligation to serve the 
public honestly and faithfully. 

When the young man with a lim- 
ited experience receives the certified 
public accountant certificate, there is 
opened to him the door of possible 
achievement in the future; its receipt 
implies the recognition of achieve- 
ment already accomplished only to 
that extent—he has one foot inside 
the door. 

There is the necessity for contin- 
ued study and constant regard for 
the responsibilities of the profession. 


He must demonstrate his willing- 
ness to render the highest degree of 
service. 

What must he do? He must 
recognize his accomplishment and 
understand what is implied in the 
receipt by him of the certificate. 
Surely he did not undergo the labor 
involved in obtaining his certificate 
merely to cast it aside upon receiv- 
ing it. He cannot long remain un- 
aware of the attacks being made 
upon certified public accountant laws 
and of the careless conversation in- 
dulged in about certified public ac- 
countants by those who do not fully 
consider what they are saying. 

When attacks are made upon us, 
we should bear in mind that it is of 
first importance to us that we ascer- 
tain wherein the attack is justified. 
Then we can meet it. 

All men do not comprehend alike 
and the accountant whose work must 
be judged by one not gifted with the 
ability to understand intricate or 
even simple accounting facts, is at 
a disadvantage. 

The men who worked for the pas- 
sage of the certified public account- 
ant law and who later formed this 
Society and promoted educational 
facilities in accounting training were 
forceful men deeply interested in the 
welfare of the profession. 

If we today believe that we are so 
busy that we cannot give much time 
to our organization, it would be well 
indeed for us to know something of 
the hours of work which those early 
practitioners put in at their offices 
and because of which they were able 
to take the time to think in behalf of 
our profession. 

The obligation of the recipient of 
a state-granted certified public ac- 
countant certificate requires that he 
become a member of his state pro- 
fessional organization. He cannot 
plead his personal welfare as an ex- 
cuse for not joining. He is a member 
of the profession and must make his 
contribution to it. And his position 
in the community is enhanced and 
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his prestige increased by his mem- 
bership in the Society. 
Criticism 

We welcome constructive criti- 
cism. We have been criticized for 
the lack of a clear and generally ac- 
cepted terminology. That subject 
has given our best accounting minds 
a good deal of concern and much 
work is being done regarding it. 

For a long time the improvement 
of accounting statements has had the 
attention of the practitioner. The 
Balance Sheet was not regarded as 
sufficiently informative and the ac- 
countant struggled with the problem 
and with the management as to just 
what facts should be set forth. 

Business practices change. Be- 
cause of the work of the accountant 
there has been, and is, an expanding 
point of view on the part of the ex- 
ecutive heads of many business con- 
cerns and as a worthwhile idea finds 
expression, its adoption is a matter 
of course. 

The accountant had unexpected 
assistance in bringing about proper 
accounting statements through the 
provisions of the Income Tax laws. 
In 1917, I discussed depreciation 
with the head of one of our utility 
companies. He told me that in his 
earlier years the directors went over 
the various items of assets and if 
they were rendering the service for 
which they were purchased no pro- 


vision was made for their wear, tear _ 
‘ and oftener the duties, responsibili- 


and obsolescence. But that was 
changed by the allowance of a deduc- 
tion in computing taxable income. 
Thereupon he made a careful calcu- 
lation in the light of his knowledge 
and determined upon the amount of 
depreciation to be charged off. To- 
day he is disturbed because the 
Treasury is revising his determina- 
tion of depreciation, reducing the 
amount claimed. Here the account- 
ant must remind his client of the 
effect of such reduced allowance and 
the limitation on the deduction for 
capital losses. 


Today one of the vital factors in 
hastening an enlightened point of 
view in matters of accounting, is the 
Securities and Exchange Commis- 
sion. There you really have a clear- 
ing house for accounting ideas. 
Accounting practices are compared. 
Statements prepared by accountants 
are analyzed and compared in order 
to ascertain what are the generally 
accepted accounting principles—what 
are the sound accounting principles. 
But these things are matters of de- 
velopment. 

Those of you who read our monthly 
bulletin for May noted with interest 
the release of the Securities and Ex- 
change Commission dated April Ist 
indicating that from time to time 
opinions on accounting principles 
would be released. If we, as account- 
ants, are not in agreement with opin- 
ions expressed by public bodies on 
matters of accounting, we are on 
notice when the opinion is published 
and should give proper consideration 
to it. 

It has been asserted that the ac- 
countants’ reports are made use of 
by investors in appraising values of 
securities. I am not sure that this 
is SO. 

A recent editorial which appeared 
in a Metropolitan newspaper stated 
—“The investor does not understand 
the rules and understands even less 
the vital function of accountants, 
who owe it to themselves and to the 
public to explain a great deal louder 


ties and importance of one of the 
least recognized professions.” 

Such statements may not be made 
without consideration of the place in 
which they are made, the publicity 
they will receive, resulting in a criti- 
cal analysis of their content, and the 
effect such statements may produce 
with respect to our relations to 
others. 

Investors may make use of our re- 
ports to ascertain the financial con- 
dition of an enterprise as of the date 
of its Balance Sheet and its operat- 
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ing results for a period recently 
ended. But I have never thought 
that many of them resorted to an 
examination of financial statements 
and statements of operating results 
over any long period of time. Rather 
I think investors seek to ascertain 
information even more current than 
that supplied by our reports; they 
seek to know the financial policies 
of the business, its activities and the 
current and prospective results of 
those activities. Of course, to the 
extent that they do use our reports, 
they are greatly enlightened as to 
the progress or lack of progress 
made by the business. 

While our reports set forth the 
financial condition of the business as 
of the date of the balance sheet and 
the earnings of the business for the 
period under review, there are other 
matters of no less importance which 
have not usually been set forth in 
such reports. To the extent that this 
nation becomes a nation of invest- 
ors, it may be that our reports will 
go into more detail with respect to 
the intangible things and give to the 
investor the views of the independ- 
ent certified public accountant with 
regard to those matters contem- 
plated by the management which 
will have a bearing upon the finan- 
cial set-up of the business as well 
as upon its earning power. 


Our Society 


The membership of our Society in 
1911 was 301. It is now 2,567. In 
its development since 1911, I have 
been interested to observe the de- 
sire of the older members that the 
younger members should be active 
in its affairs. The older members 
did not seek to avoid their responsi- 
bilities—they have been ready al- 
ways to meet those responsibilities, 
but there was the recognition of the 
energy and ambition of the younger 
men—of new ideas which would be 
helpful and stimulating—and this de- 
sire has promoted the Society’s de- 
velopment. 


Growth in size and in power is 
inevitably accompanied by a corre- 
sponding growth in the problems 
which are ever before any organiza- 
tion. 

With this growth in power there 
has been developed to a high degree 
our energy, self-reliance and initia- 
tive and those of us who have la- 
bored in behalf of the development 
of our profession have experienced 
the cares and anxieties which accom- 
pany the development of power. 

Much is expected of this Society 
as the largest of the State Societies 
and because of its geographical loca- 
tion and we seek to acquit ourselves 
of our responsibilities in such a man- 
ner that all will understand that our 
action is based upon a considered 
judgment as to that which is best for 
the profession of which we are mem- 
bers. 

If we accept leadership, we must 
accept the responsibility that goes 


with it. We cannot avoid making 
decisions. Power means responsi- 
bility. 


We face the future seriously and 
without fear of the problems which 
will arise. We intend to meet those 
problems fairly, and to work for their 
right solution. 

As the largest of the State Socie- 
ties, our Society naturally took the 
lead. But our Society is not as are 
some of the State Societies to be re- 
garded as strictly a local affair. New 
York City is a magnet attracting to 
it men of ability from all parts of the 
country. Certified public account- 
ants imbued with professional zeal 
who have located here have soon 
become members of this Society and 
have contributed very largely to its 
progress and to the progress of the 
profession in the State and in the 
nation. 

Chapters 

It was recognized that, in this 
Empire State with its many indus- 
trial establishments spread through- 
out the entire state, our practicing 
members would noi all be located 
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in and around the City of New York 
and provision was made that mem- 
bers residing in or having a place 
of business within the State else- 
where than in this City might or- 
ganize chapters of the Society. 

We now have four progressive 
chapters located in the cities of Al- 
bany, Syracuse, Rochester and Buf- 
falo, and their establishment has 
contributed to the standing and pres- 
tige of our profession. For the past 
three years these chapters have held 
joint meetings in June at Skaneate- 
les, and these meetings have been 
attended by a group of members 
from this City. 

You are familiar with the experi- 
ment tried last October when the 
chapters held meetings on the same 
night as that of our all-day meeting 
here in New York City and listened 
to the addresses of speakers from 
this City. Members of the chapters 
tell me that they greatly appreciated 
this further evidence of the fact that 
they are really a part of this Society. 
We, on our part, are giving constant 
thought to the upbuilding of the 
chapters and to their development. 


The Future 


What is the attitude of the public— 
meaning here the business world— 
toward the accountant? What has 
the accountant done for business 
which justified his continued exist- 
ence as such? 

In thinking of the men who first 
sought the enactment of legislation 
to establish our profession we must 
appreciate the time and considera- 
tion they gave to this. They realized 
that business methods and practices 
change rapidly; that new problems 
are always arising; that conditions 
in different localities and in different 
businesses vary widely and that set 
rules cannot be established. They 
realized, too, that executives do not 
ignore the past but they revise the 
past conclusions and policies in the 
light of present information concern- 
ing the past and the probable future. 


They realize that success in business 
depends upon what can be done 
rather than upon what has been 
done. 

The confidence of our pioneers in 
the future of our profession justifies 
our belief that they correctly inter- 
preted the future requirements of 
business — the future demands of 
business upon the accountant. They 
saw the accounting needs which 
would arise because of the changes 
and the new problems which would 
arise in business. Those in practice 
in 1914 and still in practice in 1937 
will agree that the work of the ac- 
countant has expanded greatly. 

The trained accountant brings a 
fresh point of view to the problems 
to be considered. These problems 
may at times be tinged with legal 
questions, administrative questions, 
and even engineering questions but 
the experienced accountant, by rea- 
son of his contact with many busi- 
nesses, has the capacity to guide the 
management in dealing with them. 

The opportunities for service have 
constantly expanded. These oppor- 
tunities continue to expand, but 
there is need for a greater develop- 
ment of the power which exists in 
the Society to further develop oppor- 
tunities for the professional account- 
ant. 

But we need to guard against mis- 
interpretation in what we say or in 
what we do. 

Everlasting vigilance is essential 
—constant thought, constant care, 
constant watchfulness. 

Independent certified public ac- 
countants have made for themselves 
a substantial place in business. This 
they should retain because they have 
demonstrated their peculiar fitness 
to hold this position. Consider the 
types of service which they render 
to business. 

What percentage of this service 
overlaps the service rendered by any 
other profession? In considering 
this overlapping, we must consider 
the business man whom we serve. 
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It is his choice to accept the practical 
view of the accountant expressed to 
him in terms of the economics which 
he understands—namely, the effect 
upon his income account and his 
financial condition. 

In our profession it is probably 
true that those who have been at- 
tracted to it were influenced by the 
opportunity to render the type of 
service which accountants can and 
do render. Into this work they put 
all they have in the way of strength 
and energy and out of it they obtain 
personal satisfaction. 

The accountant cannot limit the 
character of work that he does. He 
is the first to gather and review the 
facts and he must interpret them 
and present them in an illuminating 
way, and assume responsibility for 
the practical working of his sugges- 
tions. 

He recognizes the responsibility 
this imposes upon him, but thor- 
oughly understanding his problem 
he finds himself working harmoni- 
ously and constructively with the 
business executives. 

Adherence to the high principles 
which animated those early pioneers 
when they worked so hard to obtain 
the necessary legislation establish- 
ing our profession is responsible for 
the recognition which the certified 
public accountants have received for 
services rendered by them to the 
business man as well as to the State 
and Nation in matters pertaining to 
accounts and their interpretation. 

There has been a demonstration of 
the application of knowledge to work 
entrusted to us and the performance 
of such work with a high degree of 
accuracy, promptly, and in a trust- 
worthy manner. These qualities the 
American business man has recog- 
nized and it is because of these that 
our profession has grown in the 
manner in which it has. 

The pioneers of our profession in- 
deed provided more wisely than they 
reckoned. They worked hard in our 
behalf and they deserve a place in 
our country’s history. 


By their work in 1896 they pro- 
vided 1917-1921 with a group of men 
who could apply the intricate tax 
laws of those years to accounts—to 
financial records— who were of great 
help not only to business, to industry 
and finance, but also to governmental 
agencies—with men whose patriot- 
ism caused them to rally to the sup- 
port of the administrative govern- 
ment and to the forces of protective 
government—to the Treasury and to 
the War and Navy Departments. 
After those days were over and the 
business and financial world again 
began to move forward in a normal 
way, these men and those whose edu- 
cation in accountancy had been fos- 
tered by that same group were active 
in the fields of business and finance 
—in the capacity of business coun- 
sellors—and in the essential work 
of providing accurate accounting 
records so necessary to successful 
management and these services to 
governmental agencies and to busi- 
ness have continued. 

There has been criticism of our 
lack of accomplishment in matters 
pertaining to the education of the 
profession by men whom we respect 
and hold in high esteem. If to some 
of our fellow members we seem to 
make haste slowly, I can only say 
that we thus accomplish much more 
than if as the result of a hasty deci- 
sion we were obliged to reverse an 
action previously decided upon. But 
I know that our critics are constantly 
working for better things in educa- 
tional lines. 

Then I consider the efforts of 
those of our fellow members who 
have served and now are serving on 
the Board of Certified Public Ac- 
countant Examiners, on the Griev- 
ance Committee and on the Council 
on Accountancy provided for in the 
certified public accountant law, and 
I know that slowly but surely prog- 
ress is being made. It is not our 
nature to be content. We are none 
of us satisfied with our individual 
accomplishments. And as this is so, 
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how could we be satisfied with our 
collective accomplishments? 

‘Who says we have not made our 
contribution to the community in 
which we live? What assurance have 
we that our critic really knows? Is 
it not true rather that we seek to 
accomplish good in a quiet way 
rather than by a great display of ora- 
tory or making a great fuss over 
some proposed act which may result 
in the perpetration of a great wrong? 

Am I a skeptic? When I hear 
criticism of our lack of accomplish- 
ment in the way of public service, 
I think of the real contribution our 
fellow members have made and the 
recognition given to them for such 
help and of the critics, I think “Could 
they but know?” 

But perhaps that is an idea belong- 
ing to the period extending from 1911 
say into 1918. Perhaps we should 
recognize the changing times. Per- 
haps we should no longer hide our 
light under a bushel. Perhaps we 
should recognize the work which is 
being done by the legal profession 
not only to strengthen its position 
in the field of business but to assume 
a leadership which will encompass 
all aids to business. 

The specialist is a development of 
civilization. We are specialists deal- 
ing as we do with the business struc- 
ture of the world. Recognition of 
the need for change indicates again 
the far-sightedness of the pioneers 
in our profession when they encour- 
aged the younger men to come into 
active participation in its affairs. In 
the opinion of a recent writer, our 
profession should come from behind 
the curtain and tell the public about 
itself for in his belief we will, in so 
doing, serve our own best interests 
while at the same time serving the 
interests of others. His ideas are 
well worth our consideration. 

Summarizing then: 


We must meet the assertion that 
we lack a clearly defined terminol- 


ogy. We must meet the assertion 
that there are very few principles of 
accounting upon which the account- 
ants of this country are in agree- 
ment. We must meet the assertion 
that while our reports are technic- 
ally accurate, they are not complete. 
We must meet innuendos such as 
were implied in the editorial, a por- 
tion of which I have read. We must 
meet the attacks made indirectly 
upon us through our Board of Ex- 
aminers. 

In this we have much work to do, 
but the job is ours. No one else 
can do it. 

Any recognition we obtain will 
only come to us as a result of our 
own efforts. This means vigilance 
—work, intense, everlasting work— 
and, we hope, material success. 

For our organization to have a 
permanent success, it must have, 
among other qualities, vision, cour- 
age and perserverance, as well as 
high motives and high ideals. 

Vision contemplates a change in 
past practices to meet present and 
future conditions. We must con- 
sider this. 

This Society has succeeded be- 
cause of the cooperation of its mem- 
bers and the support the members 
have always given to its administra- 
tion. Each and every past adminis- 
tration has acknowledged this loyal 
support and cooperation. 

We have not always accomplished 
all the things we believed were for 
the interest of the profession, but 
such attempted accomplishments 
have knit our membership more 
closely together. 

For the future then, as in the past, 
we shall cooperate and we shall work 
together to the end that the vision 
of the pioneers of this profession 
shall be accomplished—the estab- 
lishment and maintenance of the pro- 
fession of accountancy in a position 
of trust, responsibility, and influence 
in the business life of the City, the 
State and the Nation. 


| 

| 

+ 
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Laying the Foundation for Administering the 
Federal Old-Age Benefits Program 


By Henry P. SEIDEMANN 


story of the Federal old- 
age benefits program is one of 
methods and procedures—of an orderly 
and logical progression of flexible 
and practical operations and tech- 
niques. It is a story that starts 
from scratch, in the actual connota- 
tion of the word, and carries through 
to the setting up of many millions of 
individual accounts for workers of 
this country. 

Before telling you this story—to 
me a truly fascinating one—I think 
you might be interested in a brief 
glance at the Social Security pro- 
gram as a whole. Although as 
accountants we are interested in 
those parts of the program approxi- 
mating our own fields of activity, as 
citizens we also wish to follow 
closely the progress of the entire 
program for social security which 
was set up under the Act. 

I want to tell you about this 
briefly. Under the Social Security 
Act, we have made measurable ad- 
vances in combating social insecurity 
in this country, and in carrying for- 
ward the broad humanitarian pur- 
poses of the Act. It must be borne 
in mind, in examining the figures 
which I am going to give you, that 
they are the result of only one short 
year’s work. 

The Social Security Act was 
approved on August 14, 1935. How- 
ever, as you will recall, the appro- 
priation bill which carried the funds 
for the administration of the Act was 
held up by a filibuster and was not 
passed. Actually, funds to imple- 
ment the Act so that the various 
programs in it could be undertaken 
were not made available until Feb- 
ruary of 1936. 


Here is what has been done under 
the three public assistance programs 
of the Act: old-age assistance, aid to 
the needy blind, and aid to dependent 
children. 

For old-age assistance the Gov- 
ernment has made grants for aid to 
1,222,300 individuals in 42 States with 
plans approved by the Social Secu- 
rity Board. In 28 States with ap- 
proved plans for aid to the needy 
blind, financial assistance has gone 
to 30,570 individuals. For aid to 
dependent children, the Government 
has aided 313,300 children in 28 
States with approved plans. The 
number of individuals assisted are 
estimates for the month of March, 
based on reports received by the 
Board for the past twelve months. 

In all, the Federal grants have 
extended aid and financial assistance 
to more than one and one-half mil- 
lion people. These funds are match- 
ing funds. They are grants-in-aid to 
help States carry on, develop, and 
strengthen social programs. With 
the Federal and State funds ex- 
pended, this country has probably 
carried through a more extensive 
program for such types of social 
work within the past twelve months, 
than during any other similar period. 

The impetus given by the Social 
Security Act to the growth of State 
unemployment compensation acts is 
especially noteworthy. In 1935, at 
the time of the passage of the Act, 
only one State—Wisconsin—had an 
unemployment compensation act in 
effect. Today there are 36 States and 
the District of Columbia with un- 
employment compensation acts ap- 
proved by the Social Security Board 
and in operation. Through these 
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State acts, more than eighteen mil- 
lion workers are now protected 
against want during future unem- 
ployment. 

The other programs of the Act— 
those which are in the nature of 
social services for the individual and 
the community rather than direct 
financial aid—have also been enabled 
to increase vastly their effectiveness. 
These programs are maternal and 
child health services, services to 
crippled children, child welfare serv- 
ices, public health services, and 
vocational rehabilitation. 

Now, coming back to the Federal 
old-age benefits program. This pro- 
gram, unlike the others, is not based 
on a system of Federal-State co- 
operation. It is entirely Federal in 
nature. At the present time, we 
cannot give you any figures on peo- 
ple aided under this program. Our 
story rather is one of preparation, 
of the laying down of a solid founda- 
tion for a structure of social security 
which we hope and feel will add, in 
the near future, to the economic and 
social safety and well-being of our 
aged. 

Right now, the Federal old-age 
benefits program is a lusty four- 
months-old baby, born January 1, 
1937. It is sensible and practical to 
prepare for the coming of any baby, 
and I am going to tell you about how 
the little fellow came and how he 
grew. If I occasionally use the first 
person in telling you the story, you 
will have to forgive it on the pardon- 
able grounds that I had the privilege 
of being in charge when the baby 
came. 

You gentlemen will recall that last 
November 16th employers began to 
receive the Form SS4—Employer’s 
application for Identification Num- 
ber. Last week on March 16th—ex- 
actly four months later—the master 
name card of the 25 millionth wage 
earner to apply for a Social Security 
account number was punched in the 
mechanical plant of the Wage 
Records Division of the Bureau of 
Federal Old-Age Benefits. In those 


four months we had carried through 
the orderly techniques I spoke about 
at the beginning of this speech. The 
work covered in that period repre- 
sented a series of dovetailed proc- 
esses and procedures. They also 
represented many months of inten- 
sive planning, of the examination of 
many techniques and many pro- 
cedures. They represented the set- 
ting-up of a permanent organization 
to carry the pre-determined pro- 
cedures through. 

When I was called into the Social 
Security Board, there were two im- 
mediate tasks before it. The lan- 
guage of the Act had to be translated 
into action, and an organization had 
to be set up to perform that job. The 
two went hand in hand, and I feel 
that on the whole they have comple- 
mented each other very satisfac- 
torily. 

Under the Federal old-age benefits 
program we had to plan for a system 
of future benefits, based on the wages 
earned by workers in certain em- 
ployments. An approximation of the 
magnitude of our task could be had 
only if we could arrive at some es- 
timate of the number of workers who 
would initially participate in the 
program. Wages from certain occu- 
pations were excluded, under the 
provisions of the Act. We estimated 
that perhaps 26 million wage earners 
would be eligible to participate. We 
did not set this up as an absolute 
figure, or even one that would be 
close to the final results. But it is 
interesting to know that as of March 
18—last Thursday—25,510,950 appli- 
cations for Social Security account 
numbers had been received in Bal- 
timore. 

The first procedures centered 
around the problem of reaching 
these estimated 26 million wage 
earners so that their participation 
in the program could begin. This 
involved a number of possibilities, 
all of which had to be, and were, 
explored thoroughly. Should the 
Social Security Board undertake this 
initial task alone? Should it secure 
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the cooperation of other govern- 
mental agencies whose organiza- 
tions might be suitable for a project 
of this type? If we invited the co- 
operation of another agency, which 
one should it be? 

To do the job ourselves meant the 
recruitment of a large personnel, an 
intensive period of training the per- 
sonnel, and its dismantling after the 
job was completed. This was in- 
advisable from the standpoint of 
expense and efficiency. The alterna- 
tive of cooperation with another 
Federal agency was chosen. That 
agency was the Post Office Depart- 
ment — an organization with a 
trained personnel, with highly devel- 
oped techniques we could use, and 
with 45,000 post offices to reach 
speedily and efficiently those people 
who were to participate in the pro- 
gram. 

And since I mention the Post 
Office Department here, I should 
also like to add that that organiza- 
tion’s participation in the initial 
stages of this program has set a 
splendid record for outstanding co- 
operation and service in a project of 
unparalleled magnitude. 

For the job was without parallel. 
I can recall only two projects, some- 
what similar in kind, undertaken in 
this country. One was the draft 
registration during the War, and 
the other, with which I am familiar 
because I was called in to help set 
it up, was the Agricultural Adjust- 
ment Administration. 

It was that job, incidentally, 
which made me believe that this one 
could be done. That, too, was 
started from scratch, and I recall 
coming into that organization at the 
enl of June, 1933, as it was begin- 
ning to function. By November 30th 
of the same year, checks were flow- 
ing out to the farmers at the rate of 
100,000 a day—through an organiza- 
tion with a personnel of about 5,000 
people. 

As accountants you might be in- 
terested to know that the A.A.A. 
payment procedures marked the first 


time in governmental finance that 
the Treasury accepted a punch card 
check and a facsimile signature for 
disbursement of Government money. 

I have mentioned this experience 
with the Triple A because, as I say, it 
made me confident that with the 
proper procedures and administra- 
tion, this job, although of much 
greater magnitude, could also be 
done. 

With the distribution through the 
Post Office Department of the Form 
SS-4, the meshing of procedures be- 
gan. The SS-4 served two purposes. 
For the employer it was a form 
through which he began his partici- 
pation in the Social Security pro- 
gram and at the same time, by nota- 
tion on the form of the number of 
employees, it paved the way for the 
next procedure. This was the dis- 
tribution, also through the Post 
Office Department, of the Form SS-5 
—employee’s application for Social 
Security account number. 

The SS-5, too, has its own story. 
Why a Social Security account num- 
ber in the first place? The answer is 
that the system of benefits is based 
on wages received by the eligible 
employee. Those wages will be re- 
ported by his employer and credited 
to the employee’s account. They 
must be credited properly, in the cor- 
rect amount and to the correct per- 
son. In this connection you might be 
interested in a press release which 
was issued by the Social Security 
Board a short time ago, the gist of 
which is as follows: 


On the basis of the estimated 26 
million wage earners who will par- 
ticipate in the Federal old-age 
benefits program, the Social Se- 
curity Board announced that it 
expected to set up accounts for 
approximately 294,000 Smiths, 
227,000 Johnsons, and _ 164,000 
Browns. The next seven most 
common names were: Williams, 
156,000; Jones, 147,000; Miller, 
137,000; Davis, 123,000; Anderson, 
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115,000; Wilson, and 

Taylor, 81,000. 

. The use of the number makes the 
maintenance oi a vast system of 
accounts practicable. Further, it per- 
mitted the use of an application 
blank—the SS-5 we talking 
about—which asked for only simple 
information. 

Now, the phrase “simple informa- 
tion” may be variously interpreted. 
To us who were setting up this sys- 
tem, “simple information” meant one 
thing only—it meant information 
which would be pertinent to the 
identification of the worker. We 
wanted only information which 
would protect the worker in receiv- 
ing the proper amount of old-age 
benefits due him. 

We did not consider an individ- 
ual’s religion pertinent to proper 
identification ; that question was not 
asked. We did not consider political 
affiliation pertinent to proper identi- 
fication, and that question was not 
asked. The SS-5 asks a man's full 
name, his birthplace, his age, his 
place of work, his mother’s maiden 
name, his home address, and the like. 
That is all. Yet these questions, 
simple as they are, constitute a prac- 
tical means of identification in almost 
all imaginable circumstances. For 
example, I doubt if one person in a 
thousand, no matter how intimately 
he might know another person, 
would know the maiden name of that 
person’s mother. 

If I stress this matter of proper 
identification, it is because of its ex- 
treme importance in properly carry- 
ing the program through. 

With the beginning of the return 
of the SS-5’s, filled in by the wage 
earner, we approached the actual 
setting up of the system’s founda- 
tion. The SS-5’s were handled—and 
are still being handled—by the Post 
Office Department. 1,072 typing 
centers were temporarily established 
in the Department’s first-class post 
offices throughout the country. Here 
the initial office record for the use of 
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the Social Security Board was made, 
and a card filled in certifying that a 
Social Security account had been set 
up in the employee’s name. 

The identifying number of the 
account appears on both the office 
record and the identification card. 
Duplicates are also made of the 
office record and the account num- 
ber card, and the identifying number 
of the account transcribed from the 
office record to the employee’s ap- 
plication. The identifying card, 
bearing the employee’s Social Se- 
curity account number, is returned 
to the worker through the same 
channel he used in submitting it. 

The typing center forwards to the 
Baltimore office of the Social Secu- 
rity Board the initial office record— 
known as Form OA-702—and the 
employee’s application. The dupli- 
cates which the typing center makes 
of the initial office record and of the 
identification card are temporarily 
filed in the post offices in alphabet- 
ical and numerical order, to take care 
of requests for duplicate identifica- 
tion cards. After completion of all 
registration activities, these dupli- 
cates will either be filed in the field 
offices of the Social Security Board 
or with the respective unemploy- 
ment compensation boards of the 
States. 

With the receipt by the employee 
of the card bearing his Social Secu- 
rity account number, and his prompt 
reporting of that number to his 
employer, the employee’s _ initial 
participation in the program is com- 
plete. Here, too, we get back to a 
question: Why the Social Security 
account card? Why this particular 
form of identification? That, too, 
represented the result of a great deal 
of deliberation and exploration of 
possibilities. 

Perhaps it also represented an 
amusing sidelight on mass psychol- 
ogy. There are millions of people 
who carry on their key rings or key 
chains metal disks or strips bearing 
their names, addresses, and _ tele- 
phone numbers. It is a very sensible 
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and practical thing to do. I doubt 
if one of these millions considers 
that he is bearing a “dog tag”. I 
myself fail to see any difference be- 
tween carrying an identification 
card, made of paper, in one’s pocket, 
and a metal identification on one’s 
key chain. 

But there you are. 

From the typing centers, the office 
record prepared there, accompanied 
by the employee’s SS-5 application, 
moved to Baltimore. Starting De- 
cember 1, they came in a gigantic 
avalanche, by the hundreds of thou- 
sands. By December 20th, there 
were about 10,000,000 applications 
on hand, with another 12,000,000 still 
at the typing centers. The Baltimore 
operations, more than any, were to 
be the test of whether this system 
could be properly set up. 

This might be as good a point as 
any to digress for just one moment. 
The other day something very inter- 
esting came to my attention. It was 
a copy of a letter sent by a business 
service to its clients late in August 
of 1936. The letter was devoted to 
the Social Security Act, and its re- 
cipients were advised that it may be 
essential for Congress, as soon as it 
convenes, to postpone the Social 
Security Act for a year. The reason 
assigned was that the old-age bene- 
fits provisions of the Social Security 
Act were running against a mechan- 
ical barrier which could not be sur- 
mounted, and that if the Board tried 
to put these provisions into effect on 
the effective date—January 1, 1937— 
the result would be bookkeeping 
chaos. 

I can well understand that if one 
knew nothing beyond the fact that 
an organization has as its assign- 
ment the setting up of millions of 
individual bookkeeping accounts, 
within a period of no more than 
weeks, he might feel that it was an 
impossible undertaking and _ that 
chaos would result. 

What that person naturally could 
not see was the intensive planning 
that preceded the project, the con- 


sultation with experts outside as well 
as inside the Government as to prac- 
tical operation, the carefully planned 
progression of this work. 

All this was the background which 
we felt confident would result not in 
chaos but in orderly, well-regulated, 
progressive advances from one logi- 
cal procedure to another. 

The setting up of the accounts has 
been going on at the Wage Records 
office of the Social Security Board in 
Baltimore, Maryland. For purposes 
of efficiency in our operations, we 
are using “a straight-line production 
system.” 

We start out with the employee 
applications, each one accompanied 
by the initial office record previously 
prepared at the typing center, pour- 
ing into Baltimore with their mani- 
fests in hundreds upon hundreds of 
mail sacks. As soon as a block of 
1,000 consecutive numbers is assem- 
bled, it is started through a definite 
set of mechanical operations. 

The operations are based on one 
punch card, called a “Master Name 
Card”, for each employee account. 
The method of punching informa- 
tion on a card, rather than printing 
the information on paper, was de- 
cided on because when such cards 
are properly punched, machines can 
reproduce the information in print 
more quickly than any human can 
copy it. 

Such machine reproduction, more- 
over, eliminates the possibility of 
errors which human copyists, no 
matter how highly trained and 
skilled, are bound to make. 

From this “Master Name Card” 
individual ledger account sheets and 
other records are reproduced. Each 
“Master Name Card” contains the 
name, account number and other 
identifying information for one em- 
ployee. This information can be 
transferred automatically and 
printed across the top of the ledger 
account sheet. When this is done the 
ledger account sheet is ready to re- 
ceive the data on the wages of the 
employee. 
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The “Master Name Cards” are 
also used for the printing of numer- 
ical and alphabetic indexes of the 
millions of employee accounts. A 
duplicate set of “actuarial” punch 
cards are reproduced from the “Mas- 
ter Name Cards” for gathering vari- 
ous types of statistical information. 

These various processes are care- 
fully systematized and divided into 
nine operations, each carried on by 
different personnel groups. The 
block of 1,000 cards is handled as 
one unit as it is carried through one 
operation to completion, and then 
passed on as a unit for the next 
process, to the next group of 
workers. 

Of the nine operations, the first 
two are preliminary. These are: 


1. Control is established, and con- 
trol cards made out. 


2. Employee applications are 
checked by making a final compari- 
son with Form OA-702 and then 
coded. In the coding, each surname 
is reduced to a three-numeral sym- 
bol, vowels are eliminated, and all 
similar consonants, such as “v”, “f”, 
“pn”, “b”, are represented by the same 
numeral. This coding has been found 
most practicable for alphabetic filing 
because mistakes in spelling are 
neutralized. 

The next three operations com- 
plete the work on the “Master Name 
Cards”: 


3. The “Master Name Cards” are 
punched individually. 


4. Gang punches and interpreters 
complete the “Master Name Cards”. 


5. Punched “Master Name Cards” 
are checked against the original 
applications to discover any errors 
which may have occurred in previous 
processes. 

The last four operations print the 
permanent records automatically 
from the “Master Name Cards”. 
These are: 


6. Actuarial cards are made. 
7. The numerical index is printed. 


8. The ledger record cards are 
printed. 

9. The alphabetic index is printed. 

An essential to the orderly and 
even progression of the cards as they 
go through the various stages is the 
establishment of proper control. 
This is done in the following man- 
ner: 

As soon as each block of 1,000 
applications and their accompanying 
office record—Form OA-702—is as- 
sembled, a set of ten control cards 
is made out. Of these, one is a 
master control card which indicates 
that the block has started on its way, 
and the other nine correspond to the 
nine operations. These are enclosed 
in an envelope and accompany the 
block of 1,000 applications as they 
travel from one stage of the opera- 
tions to the next. As each operation 
is completed, the control card re- 
lating to that specific operation is 
removed from the envelope, dated 
and initialled by the supervisor for 
that operation, and returned to the 
Control Section. 


As these control cards come in 
they are sorted into a vast control 
rack of ten compartments. Thus 
the supervisors can tell at a glance 
about how much work is in process 
in each of the operating units. 

To head up the ledger record 
sheets on which the employee’s 
wages will be recorded, an alphabetic 
tabulating machine is used. The 
“Master Name Cards” are fed into 
this machine, which prints the name 
and number of each employee across 
the top of a record sheet 11 x 7 inches 
in size. The machine heads up about 
28 sheets in one minute. 

When this information is trans- 
ferred to the ledger sheets, these are 
filed away in numerical order ready 
for the periodic posting of wages. 

This is the story of our operations 
thus far at Baltimore. Now for a 
glance ahead into a new set of pro- 
cedures for the periodic recording 
in the employee’s ledger record sheet 
of wages paid him. All that has 
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gone before is preliminary to this 
function. 

And for these functions also, we 
have planned carefully, and have 
developed simple and orderly tech- 
niques. 

Briefly, I should like to tell you 
how we are planning to record em- 
ployees’ wages. 

The responsibility of reporting to 
the Board wage information with 
respect to employees rests with the 
employer. This information will be 
reported by employers to the Inter- 
nal Revenue Service on two Treasury 
forms, SS-2 and SS-2a. SS-2 will 
be a summary report of total taxable 
wages paid all employees; SS-2a 
will be an individual report of total 
taxable wages paid each employee. 
Together, these reports constitute 
an “information return”. The first 
such return must be made for the 
six-month period from January 1, 
1937, to June 30, 1937, inclusive. 
Thereafter, the return is to be made 
quarterly. 

Each employer making an infor- 
mation return will file it with the 
local Collector of Internal Revenue 
for the district in which the em- 
ployer’s principal place of business 
is located. 

Now, the Social Security Board 
will have approximately 400 field 
offices located through the United 
States, Alaska, and Hawaii. All of 
these offices will perform types of 
work relating to the maintenance of 
wage records. However, in the strict 
accounting sense, only about 35 of 
them will be involved. 

The Internal Revenue Service has 
64 tax collecting districts, with a 
local tax collector’s headquarters in 
each district. The Social Security 
Board is establishing a field office in 
each city in which is located the office 
of a local Collector of Internal Rev- 
enue. However, a tabulating ma- 
chine installation will not be made in 
each of these Social Security Board 
field offices. According to the stud- 
ies of experts with the Board, only 


about 35 of these 64 field offices will 
require tabulating equipment. 

Now then, when the local Col- 
lector of Internal Revenue has re- 
ceived the employer’s informational 
return, and after that office has 
completed its work with it, the re- 
turn will be transmitted to the 
Board’s field office located in the 
same city. If that field office has 
tabulating equipment, certain work 
will be performed with the informa- 
tional return. If that office does not 
have the tabulating machinery, it 
will verify the returns and then for- 
ward them to a designated field 
accounting office equipped with tab- 
ulating machinery. 

There a punch card will be made 
showing the employer’s identifica- 
tion number, and the employee’s 
name, account number, and amount 
of wages paid him during the quar- 
ter. When this work is done, and 
certain other necessary accounting 
functions performed, the punch 
cards and schedules of all cards 
transmitted will be forwarded to the 
Wage Records Office of the Board 
in Baltimore, Maryland. 

At the Baltimore office all ledger 
account sheets are separated into 
definite ledger sections, each of 
which is the depository of the ledger 
sheets of employees whose account 
numbers were issued from a particu- 
lar geographical area. Such sheets 
are maintained in complete sequence 
by the employee account numbers. 

As periodic reports of employees’ 
wages are received on the punched 
cards from the field, they will be 
sorted by machines into numerical 
sequence and forwarded to the“post- 
ing” or bookkeeping machines by 
ledger sections. The ledger sheets 
in the corresponding ledger section 
likewise will be forwarded to the 
posting machines. 

The process that follows covers 
the task of making a record of the 
amount of wage or salary payment 
that an employee has received for 
the period. The punched cards will 
be placed in the “feed” of the posting 
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machine, and as each card is fed, the 
machine will print on the ledger 
sheet previously selected the entry 
pertaining to that particular account. 


During the posting operation the 
machine will automatically accumu- 
late a total of all the posted amounts, 
and the absence of error will be indi- 
cated by agreement of the posted 
amounts with the pre-determined 
total for each ledger section. Thus, 
the Board keeps a record of each 
employee’s earnings. 


This, briefly, is the story of the 
laying of the foundation stones for 
the Federal old-age benefits system 
under the Social Security Act. I 
think, looking at what has been done 
quite realistically, that the job has 
been done well. We went ahead 
with it as a difficult problem, but not 
as an insurmountable one. We 


realized the magnitude of the task, 
but we also realized that carefully 
recruited personnel, proper admin- 
istration, and thoughtfully worked 


out procedures and techniques could 
do the job. 

I should like to conclude with one 
more observation. The Federal old- 
age benefits program combines pe-’ 
culiarly an abstract ideal with highly 
mechanized machines and_ tech- 
niques. As the Act becomes more 
and mere a part of the social con- 
sciousness of the American people, 
I should like to see both the abstract 
ideal and the concrete techniques 
grow. 

The last word has not yet been 
said on social security in this coun- 
try. It is not said in the Social Se- 
curity Act. Just as we can look 
forward to development and growth 
in our concepts of social responsi- 
bility towards those about us, so we 
can look forward to refinements and 
improvements in methods and tech- 
niques for carrying out the Social 
Security Act program. 

To both of these—the abstract as 
well as the concrete—I hope that 
our profession will make valuable 
contributions. 


The Accounting Requirements under Federal and 
State Social Security Law 


By Lupwie B. Prosnitz 


‘it tal examining the foreword of 
the first annual report of the 
Social Security Board, we find that 
Social Security is referred to as an 
attempt to find security for the 
American people. Upon examining 
the Old Age Benefit chart, we note 
that a wage earner with an income 
of $100 per month will receive an 
annuity of $37.50 per month at age 
65 after 25 years of work. Unemploy- 
ment benefits in New York will 
amount to a maximum of $15 per 
week for not more than 16 weeks 
per annum. These figures make us 
realize that Social Security is in its 
infancy, and that a great deal is still 
to be accomplished to achieve the 
real purpose of the law. 

At this point let me emphasize 
what it seems to me should be the 
attitude of the accounting profession 
to Social Security. Our profession 
as far as i can see has not been called 
upon to any great extent to aid in 
forming the vast organizations that 
must be created in order that Social 
Security can function effectively. 
That is a state of affairs that should 
not continue. Perhaps we are con- 
sidered incapable of any original 
thinking, or possibly too conserva- 
tive for the times. At any rate, I 
believe we should not regard Social 
Security as just a nuisance, but give 
our aid to its development, in a con- 
structive sense rather than to confine 
ourselves to supervising the keeping 
of records, important as that func- 
tion will be. We should anticipate 
events rather than wait for others to 
point the way. 


Requirements of the Laws 
and Regulations 


In this discussion we can eliminate 
many details of the various laws 
such as rates of tax, etc., all of which 
have been gone over time and time 
again. It is perhaps best to approach 
the problem of record keeping by 
ascertaining first what the laws re- 
quire. From the specific statute we 
turn to the regulations which em- 
body the information required by 
the taxing authorities. From these 
two fundamental bases we should 
be able to solve the record keeping 
problems of our clients. It may also 
be well, considering the limited time 
available, to confine ourselves to a 
discussion of the Federal Social Se- 
curity Act, Titles VIII and IX, and 
the New York Unemployment In- 
surance Law. 


Title VIII—Old-Age Benefits 


Title VIII is commonly known as 
the Old Age Benefit Law and as- 
sesses an excise tax on the employer 
and an income tax on the employee. 
The employer can deduct this tax on 
his income tax report, but the em- 
ployee cannot. 

Section 807 of Title VIII gives the 
Commissioner of Internal Revenue 
authority to prescribe returns, etc. 
Article 412 of Regulations 91 pre- 
scribes the detailed information 
which the employer’s records are to 
show. This includes with respect to 
the employee, his name, address, 
account number, occupation, the 
amount of his remuneration consti- 
tuting wages subject to tax, the 
amount of the employee’s tax either 
withheld or collected. All adjust- 
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ments of either employer’s or em- 
ployee’s tax subsequently made must 
also be recorded in detail. 


It is interesting to note that no 
particular form of record keeping is 
prescribed. Copies of returns, state- 
ments and schedules should be re- 
tained by the taxpayer. All that the 
Commissioner requires is that he 
shall be able to readily check the 
calculation of the tax. These records 
are to be kept for at least four years 
after the due date of the tax return, 
or the last payment of the tax, 
whichever is later. 


Now let us examine what forms 
are required to be filed. First we 
have SS-1 which is a monthly tax 
return and is based on the payroll. 
These reports, according to a recent 
address of the Commissioner of 
Internal Revenue, are to cover the 
payroll actually paid. For example, 
if four payrolls have been paid in 
February, that is all that need be 
reported. Forms SS-2 and SS-2a are 
information returns which will be 
due by July 1, 1937. SS-2 is the 
summary report of taxable wages 
paid and the tax paid thereon for 
six months ending June 30, 1937, 
and is to be filed in duplicate. SS-2a 
is to be filed at the same time, one 
for each employee who received tax- 
able wages during the same six 
months’ period. These reports will 
be due quarterly thereafter. SS-3 is 
to be filed when an employee reaches 
65 or dies before reaching 65. The 
period covered by this report is ini- 
tially from January 1, 1937 to the 
date of death or to age 65, if either 
event takes place between January 1 
and July 1, 1937. If the event occurs 
on or after July 1, 1937, the return 
shall cover the period commencing 
with the first day of the current 
quarter, and end with day of death 
or age 65. Form SS-3 calls for the 
amount of taxable wages paid within 
the period, the amount of wages paid 
after the attained age or date of 
death, and the amount of taxable 
wages unpaid at the time of filing 


this report. The returns are to be in 
the hands of the Collector on or 
before the fifteenth day after either 
the employee’s sixty-fifth birthday, 
or the date of the employee’s death 
if he dies before age 65. These re- 
ports are covered by Article 402 of 
Regulations 91. Incidentally, accord- 
ing to the regulations, the law 
appears to play havoc with your 
birthday, because you officially are 
considered to be 65 on the first 
moment of the day before your sixty- 
fifth birthday. 


Requirements of Title IX 


Now with respect to Federal Unem- 
ployment Insurance. Section 905 of 
Title IX calls for the filing of an Ex- 
cise Tax return by the employer for 
the preceding calendar year by Janu- 
ary 3lst of each year. The filing 
time for the first return, as you 
know, has been extended to March 
31, 1937. The Commissioner cannot, 
according to Section 905-B, grant an 
extension beyond 60 days, which 
means apparently that no further 
general or specific extensions can be 
granted. A credit is allowed against 
this tax of the State tax paid up to 
90 per cent of the Federal. It is 
important to know that the State tax 
must be paid before Form 940 is filed. 
The respective state unemployment 
insurance boards will certify to the 
Federal authorities the amounts of 
contributions that have been paid 
to them. 

The tax may be paid quarterly 
commencing January 3lst, which 
means that payments this year will 
be due March 31st, April 30th and 
quarterly thereafter. An extension 
of the payment date may be applied 
for and can be obtained for a period 
not exceeding six months. Interest 
will be charged at 6 per cent. 

Article 307 of Regulations 90 per- 
taining to Title IX prescribes that 
employers are required to keep full 
information regarding amounts paid 
to their employees. These records 
must be retained for four years. The 
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necessary teeth of enforcement have 
been provided by Section 905-B 
which gives the Commissioner of 
Internal Revenue authority to in- 
voke the provisions of Sections 1102 
and 1114 of the Revenue Act of 1926 
—the latter section embodying penal 
provisions. As in the case of Title 
VIII, no specific type of record keep- 
ing has been prescribed; however, 
the taxpayer’s records must permit 
of a ready reconciliation of his in- 
come tax reports and Form 940. A 
record should be kept of all pay- 
ments made to state funds. 


Requirements of the New York Law 


Now let us examine the record 
keeping requirements of the New York 
Unemployment Insurance Law. Sec- 
tion 521 provides that every em- 
ployer in the state, including those 
not subject to the tax, shall keep a 
true and accurate record of the num- 
ber of his employees and the wages 
paid by him, and that he shall fur- 
nish to the Industrial Commissioner 
on demand a sworn statement of the 
same. Such records shall be open to 
inspection at any time and as often 
as may be necessary to verify the 
number of employees and_ the 
amount of the payroll. Any employer 
who shall fail to keep such records, 
or who shall wilfully falsify such 
records, shall be guilty of a mis- 
demeanor. 

Form UI-C1 for reporting payrolls 
has been in use since the beginning 
of 1936. The more or less famous 
“Instruction No. 6” prescribing 
three methods of payroll reporting, 
has been’ suspended indefinitely 
pending the outcome of the proposed 
amendments to the New York law, 
now before the State Legislature. 
These proposed amendments con- 
template important changes and will 
also affect the record keeping re- 
quirements. The minimum benefits 
are changed to $7 per week instead 
of $5—the maximum remains at $15. 
A report will be required quarterly 
of the total earnings of each em- 


ployee for the preceding three 
months’ period. These reports are to 
indicate the highest amount earned 
by the employee in each quarter. 
The average of two median weeks 
in the four quarters will form the 
basis of benefit payments. The dis- 
tinction between manual and non- 
manual employees will also be elim- 
inated, and all earnings up to $3,000 
per year will be covered. 


What Records Are Really Needed 


Now if we stop to analyze all the 
record keeping and reporting re- 
quirements under Titles VIII and 
1X of the Federal law and the New 
York Unemployment Insurance law, 
it becomes obvious that a very good 
individual employee’s record card or 
sheet, giving full information about 
each employee, is the surest method 
of having available whatever infor- 
mation the taxing authorities might 
require. You can draw up any sum- 
maries that you wish, but a complete 
individual record seems essential. 
This should embody the employee’s 
name, social security account num- 
ber, his address, date employed, lo- 
cation of employment, his marital 
status, color, identification details 
such as mother’s or father’s name or 
both, place and date of birth, type of 
work, date of engagement and ample 
room to take care of lay-off and dis- 
charge information, including the 
reason in connection with each ter- 
mination. The remuneration both 
cash and otherwise should be sepa- 
rately indicated, likewise all deduc- 
tions made, whether for old age 
pensions or any other purpose. 
Hours of work, rates of pay and pay 
period, whether term of employment 
is permanent or temporary, full or 
part time, must also be indicated. 
Some of these details may be unnec- 
essary in New York, if the proposed 
amendments are adopted. 

These individual record cards 
should be properly flagged for any 
exclusions, as for example when an 
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employee’s earnings reach $3,000 
within the year. 

A certain accounting firm on De- 
cember 31, 1936, in a communication 
to its clients, stated that “Generally 
speaking, your existing payroll rec- 
ords supplemented by an individual 
employee record sheet, will enable 
you to accurately compile any infor- 
mation that might be required by the 
State or Federal authorities.” It 
also recommended the adoption of a 
Payroll Tax Summary Form, pre- 
pared monthly. This merely sum- 
marizes the payroll for the preceding 
month, week by week, and then item- 
izes the exclusions for the New York 
tax and for the Old-Age Benefits tax. 
The amounts of the respective taxes 
are indicated, also the check num- 
bers with which they were paid. You 
can readily understand that this fur- 
nishes a ready reference to any tax 
data. It seems to me that every- 
thing that has transpired since De- 
cember 3lst has tended to support 
the soundness of this advice. All 
this is said with due deference to the 
printing industry, which has fairly 
deluged us with forms. 

It is of course important not to 
include as Payroll any expense items 
such as traveling expenses and the 
like. 


What a Large Life Insurance 
Company Is Doing 


A large insurance company re- 
cently permitted me to examine its 
Social Security set-up. It is signifi- 
cant that the head of this department 
remarked to me at the outset that 
they had always had basic personnel 
records. Nevertheless, the extra 
cost of complying with Federal and 
State Social Security laws amounts 
to well over $50,000 per annum. 

It would help considerably to un- 
derstand this company’s procedure 
if I point out that they have punch 
card machines which tabulate the 
individual payroll cards for any pur- 
pose required. They had adopted 
the duplicate payroll method, com- 


monly known as “Method No. 2”, 
in reporting to this State. These 
reports are available whenever the 
State chooses to ask for them. 


The individual payroll cards are 
merely flagged to indicate the de- 
sired exclusions—whether because 
the employee earns at the rate of 
over $50 per week, or for any other 
reason. These cards are run off on 
the machine, the totals are proved 
and carried forward to a summary 
sheet on which the tax is calculated. 
The individual payroll cards them- 
selves have the earnings divided by 
months. The cards are never re- 
moved, and in the language of my 
informant, they are “guarded as care- 
fully as the company’s funds”. In 
this way, all figures that were used 
in the compilation of payroll tax 
data are readily reassembled from 
duplicate tabulation sheets. 

The company has different prob- 
lems to meet with in different states, 
because what may be an exclusion in 
one instance would have to be in- 
cluded in another, and vice versa. 
However, the same summary form 
is used in all cases. This form has 
been made broad enough to cover 
all the situations that may be in- 
volved in any of the states in which 
the company reports. If any of you 
are interested in seeing this form, 
your Committee can readily make 
arrangements to have you do so. 


My attention was called to the 
interesting fact that some very com- 
plex problems will arise in the ad- 
ministration of the law itself as well 
as in the reporting by this company. 
For example, their traveling mer 
who live in New York may spend a 
great deal of their time in various 
states of the Union. The company 
does not know in advance to which 
state their earnings should be re- 
ported. The ultimate problem of the 
employee has also to be taken into 
consideration. Must a resident of 
New York who spends most of his 
time in Ohio, on becoming unem- 
ployed, make his claim for benefits 
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in the state of Ohio where seemingly 
the tax is properly payable? If some 
reciprocal arrangement is not made 
between the states, one can readily 
imagine that the burden of collecting 
an unemployment benefit would be- 
come almost intolerable in such an 
instance. Another very interesting 
fact is that this company bends back- 
wards in its determination to cover 
every employee, and do so promptly. 

As far as their reports to the Fed- 
eral Government in connection with 
Old Age Benefits are concerned, they 
again resort to the individual pay- 
roll cards, and make their summaries 
very much in the same manner as 
they do for reports to the State. As 
soon as the earnings of any one em- 
ployee have reached $3,000 the card 
is flagged and excluded in future 
computations. 

It should be emphasized at this 
point that this gigantic organization 
relies exclusively on a combination 
individual personnel record and pay- 
roll card to comply with Social Se- 
curity reporting requirements. 


Accounting Treatment of 
Payroll Taxes 


This discussion would not be com- 
plete without a reference to the 
treatment that the various payroll 
taxes should receive on the books of 
account. One accountant’s opinion 
on this is probably as good as an- 
other’s. We favor two general led- 
ger accounts, one called “Payroll 
Taxes” which is an expense account, 
and the other called “Payroll Taxes 
Payable” which is a liability account. 
On an accrual basis we would then 
credit “Payroll Taxes Payable” for 
the amount withheld from employ- 
ees, and also the employer’s portion 
of the tax. For example, on a pay- 
roll of $10,000, a summary of the 
entry would be as follows: 

Payroll Expense 

(Salaries and 
Wages) ...... $10,000.00 
Payroll Taxes .. 
Payroll Liability 
Payroll Taxes Payable 


$9,900.00 
200.00 


The checks drawn for the payroll of 
$9,900 net and the check for the tax 
of $200 would be charged to the re- 
spective liability accounts. The 
entries within these payroll tax 
accounts should indicate the nature 
of the respective taxes that are being 
recorded. Deductions made in con- 
nection with special salary payments 
not usually included in the payroll 
summaries can be handled along 
the foregoing lines via the cash book. 


Where should Payroll Taxes ap- 
pear on the financial statements? 
First of all we must remember that 
from a credit standpoint, Unpaid 
Payroll Taxes are an important cur- 
rent liability. The accruing Federal 
Unemployment Tax to the extent 
that no credit will be received, 
should also be included. It would 
appear that in a manufacturing busi- 
ness, Payroll Taxes are part of the 
cost of production, and should there- 
fore be included as part of the cost of 
goods sold. However, it has been 
ruled that payroll taxes in connec- 
tion with Government contracts are 
not part of the direct cost. Ona 
PWA contract, these taxes are part 
of the contractor’s overhead allow- 
ance. In New York every dollar of 
wage may involve a definite expendi- 
ture of about 3.2 per cent in payroll 
taxes. Cost accounts should like- 
wise reflect this charge, which is also 
properly includible as part of an in- 
process or finished-goods inventory 
It is of course assumed that the por- 
tion of the tax applicable to the non- 
manufacturing phase of the enter- 
prise would be otherwise allocated. 
However, we must recognize that 
these scientific distributions of tax 
expense are not feasible or desirable 
in every instance. In such cases the 
classification of the payroll tax ex- 
pense as either a deduction from 
income or as an administration 
expense might be preferable. 

Payroll tax payments should, of 
course, be audited to an extent suffi- 
cient to satisfy the accountant that the 
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tax liability has been correctly com- 
piled. Those engaged in continuous 
or monthly audits should see to it 
that their audit programs cover this 
situation thoroughly, with particular 
emphasis on prompt filing to obviate 
penalties. It is desirable to have the 
working papers contain an abstract 
of the Social Security payments, 
which will tie up with either the 
trial balances or the financial state- 
ments rendered. 


I suppose we ought to be mildly 
interested in the immediate effects 
of this new era of social security on 
ourselves. Most of you can view the 
situation a little objectively.. Being 
in the category for the most part of 
employers, you are of course not 
covered by either Old-Age Bene- 
fits or Unemployment Insurance. 
That really does not matter, because 
most of you will either be well fixed 
at 65, or you will not be around to 
complain about your plight. 

Social Security opens up a vast 
field of inquiry. The accountant 
should have an opinion on the eco- 
nomic consequences of these new 
laws—how, for example, the price 
‘level will be affected, and the conse- 


quences to business and the possi- 
bilities in the event of another 
depression — to what extent the 
worker is really attaining security 
for the future. We should also be 
prompt in bringing to light such 
glaring inequities as the tax imposed 
by the Federal Unemployment In- 
surance law on salaries of any 
amount without consideration to the 
benefit possibilities. We should 
know something of the respective 
merits of the Government Old-Age 
Benefits plan and the annuity con- 
tracts offered by the insurance com- 
panies. 

We, of course, have been suddenly 
shouldered with new burdens. I 
believe we should act in an advisory 
capacity with respect to the setting 
up of suitable payroll records, and 
the compilation of the required re- 
ports. The details of compilation 
can well be taken care of by the 
staffs of the clients. With the cur- 
rent impetus in economic activity, 
our services are more in demand 
than heretofore, and the require- 
ments of the Social Security laws 
will merely serve to enhance our 
value to our clients and the com- 
munity. 


Educational Qualifications Which Certified Public 
Accountants Consider That Those Entering 
Their Employ Should Have 


To the Board of Directors of The 
New York State Society of 
Certified Public Accountants: 


Our first schools of accountancy 
were established less than forty years 
ago. There was then a paucity of 
literature on the subject, almost a 
total absence of text books, few, if 
any, trained teachers and much un- 
certainty as to courses and methods 
of instruction. In this short period 
great progress has been made in 
developing literature, text books and 
methods of instruction in obtaining 
a great body of trained teachers of 
accountancy. Schools and colleges 
throughout the country have turned 
out thousands of their students who 
have shown the value of the instruc- 
tion they have received and have won 
success as practicing certified public 
accountants. This has been a major 
educational accomplishment. How- 
ever, the Society’s Committee on 
Education believes there is no doubt 
that still more remains to be accom- 
plished in the future. 

There has been some feeling by 
educators and by students that grad- 
uates from the accounting schools 
did not always find themselves so 
readily offered employment as they 
considered their merits to warrant. 
On the other hand there has been 
some feeling by employers that the 
young graduates did not have all 
the educational qualifications which 
an employer wished them to have, 
and perhaps was entitled to feel their 
education should have given them. 


Your Committee believed it might 
make a contribution to the thought 
on this subject if it obtained suffi- 
cient representative expressions from 
practicing certified public account- 


ants who were employers as to the 
educational qualifications they de- 
manded or desired of new employes. 
Accordingly, a questionnaire was 
prepared and sent to a number of 
those from whom the members of 
the Committee felt they could obtain 
thoughtful and careful answers to 
the questions asked. The list was 
selected to give a fair sampling of 
the thought of the accounting pro- 
fession of this State,—including part- 
ners in some of the largest account- 
ing firms, some partners in smaller 
firms and some individual practi- 
tioners. The majority in number 
were naturally located in New York 
City, but there were several located 
elsewhere in the State. The letter 
which accompanied the question- 
naire, advised that the names of 
those replying were not to be dis- 
closed. Twenty-four replies were 
received and they form the basis for 
this report. It is recognized that a 
larger number of replies might have 
brought out some further differences 
in opinions expressed, but it was 
felt that a small number of thought- 
ful replies would be more valuable 
than a larger number less thought- 
fully given. The Committee believes 
that the answers received constitute 
a representative expression of the 
thought of certified public account- 
ants who are employing others in 
the public practice of accountancy. 


Two points should be here empha- 
sized: 


First: The inquiry confined itself 
to educational qualifications. It 
did not attempt to go into the 
broader field of personal, mental 
or moral characteristics, habits 
and abilities. Naturally, no 


28 


Tue NEw YorK CERTIFIED PusLtic ACCOUNTANT 


29 


amount of education will make 
a man a desirable employe if he 
is not possessed of an incorrup- 
tible honesty both in thought 
and actions. Nor can educa- 
tional qualifications offset lazi- 
ness, unreliability or an absence 
of courtesy or tact. On the 
other hand, there is due recogni- 
tion that one who has not had 
the best preliminary education 
may fully compensate for that 
by later study. 


Second: No attempt is made to 
deal with the technique of edu- 
cation ; with methods of instruc- 
tion, nor with any questions of 
the relations between the work 
of the grade schools and the 
work of the colleges. These are 


matters which seem to rest par-- 


ticularly with the educators. 
The Committee has felt that if 
it could present the thought of 
employers as to what they wish 
as educational qualifications in 
those who come to them seeking 
employment, this would help the 
educators in trying to work out 
the particular educational prob- 
lems. Furthermore, the Com- 
mittee has felt that such a state- 
ment might help the student in 
his decision as to the courses he 
should study and aid him in esti- 
mating the importance of certain 
studies in their possible effect 
on his future employment. 


Manifestly, the thoughts here ex- 
pressed are with respect to employ- 
ment by practicing certified public 
accountants, and they may not have 
any bearing upon the educational 
qualifications which are desirable for 
any other employment. 


Tabulations are attached which 
give under the several questions the 
different answers received. A sum- 
mary is given which attempts as well 
as may be to present the composite 
thought expressed as to each ques- 
tion. Since many of the answers do 
not lend themselves to a “Yes” or 


“No” classification, the summary at 
many points can only be indicative 
of the thought, and reference should 
be made to the detailed answers for 
the exact expressions given. 

In general, it will be seen that 
there are some points on which there 
is a practical unanimity of opinion, 
and on others a difference or diver- 
sity of thought. In some cases this 
may be due to the nature of the ac- 
counting practice in which the em- 
ployer is engaged. One doing an 
international business naturally 
would attach an importance to 
foreign languages which one with a 
local practice might not give. In 
other cases a man’s own education 
and experience may have had an ef- 
fect upon his answers. To some 
extent, answers may have been af- 
fected by the employer’s experience 
with the particular employes he has 
known. The very diversity of an- 
swers to some of the questions seems 
to give greater weight to those an- 
swers as to which there is practical 
unanimity. 

A brief expression of the composite 
opinion here expressed seems as 
follows: 

I. For employment as junior as- 
sistants, previous business experi- 
ence is not necessary, but it is a defi- 
nite advantage, particularly with 
some employers. A general college 
education in addition to a technical 
accounting education is ground for 
a decided preference. Grades re- 
ceived are generally given particular 
consideration, with special mention 
being made of grades in accounting 
subjects, mathematics, finance, eco- 
nomics, English, and certain other 
subjects. Some do and some do not 
place weight on “extra-curricular” 
activities and on a man’s having in 
whole or in part earned his way 
through college. 

II. As to particular subjects of 
study, there is considerable differ- 
ence of thought and emphasis, except 
as to the technical accounting sub- 
jects and a few others which are gen- 
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erally considered essential. There 
are a number who state that they 
consider the general education more 
important than particular studies. 
Summarizing the general point of 
view expressed in these replies, but 
with due recognition that it is diffi- 
cult to draw exact lines of demarca- 
tion between the several groupings, 
we may place particular subjects of 
education in groups as follows: 


(a) Those specific subjects which seem 
generally to be considered essential 
or important: 


As to technical subjects, these in- 

clude— 
Theory of accounts 
Practical accounting 
Auditing theory and practice 
Commercial law 
Professional ethics 
Corporation finance 


The mathematical subjects which 
seem generally considered essential 
and important are— 

Arithmetic 

Algebra 

Geometry 

Particular stress is placed on— 

Soundness of mathematical 
thought in analysis and solu- 
tion of problems 

Accuracy in performing mathe- 
matical processes 

Form and arrangement of mathe- 
matical solutions 

Ability to perform the ordi- 
nary mathematical processes 
rapidly and accurately, with- 
out mechanical aids 


General subjects which are con- 
sidered essential or important by the 
majority include— 

The grammatically correct use 
of English 

The ability clearly, correctly and 
concisely to express thoughts 
in writing and orally 

The ability to read books and 
documents with care and dis- 


crimination to get the ideas 
contained therein. 


Without minimizing the value of 
a general education, to which refer- 
ence is made elsewhere herein, and 
with full recognition of the impor- 
tance which some place on other sub- 
jects, the foregoing seem to be the 
particular subjects which are gen- 
erally considered as essential or im- 
portant in a public accountant’s 
education. 


(b) Those specific subjects which many 
consider important or desirable: 
The specific subjects considered 
important or desirable by many, but 
as to which there seems no general 
agreement, include the following: 
A majority consider as important, 
though not essential— 
Economic theory 
Statistical theory 
Budgeting 
Generally mentioned, but with 
somewhat less stress, are— 
Logic 
Psychology 
Handwriting 


Further subjects which seem also 
to fall under this grouping are— 
Geography 
History 
Research methods 


This seems to make a group of sub- 
jects which many consider important 
or desirable, but to which much less 
importance is generally attached 
than to those subjects included in 
Group (a). Apparently, it is not con- 
sidered essential that an accountant 
must have had these subjects of 
Group (b) as a part of his scholastic 
education; on the contrary, there 
seems clearly to be a place in account- 
ancy for the man who has not had 
these studies. 


(c) Those specific subjects which some 
few consider as important or de- 
sirable: 

The subjects which some consider 
important or desirable, but which do 
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not seem at all stressed by the ma- 
jority, include such subjects as the 
following: 


Higher mathematics 

Foreign languages 

Physics 

Chemistry 

Mechanical drawing 

Experience in the use of me- 
chanical equipment such as 
adding and other computing 
machines 


These subjects, it would seem, are 
not in themselves generally con- 
sidered as important in an account- 
ant’s education. However, since there 
are some employers who do consider 
them of value, the man who has had 
certain of these subjects would seem 
to have an advantage if he were seek- 
ing a position with such employers. 

These expressions as to the weight 
attached to particular subjects cannot 
be considered as the sole criterion 
in judging their importance. Stress 
is repeatedly laid in these replies on 
the importance of the breadth of 
general education which a man may 
have. A subject of study which may 
not be considered in itself important 
or obligatory may be one of those 
subjects which in the aggregate 
would be considered to have given 
to him a broad, general education. 

Furthermore, this inquiry specific- 
ally excluded from its scope questions 
concerning methods of education 
which seem to rest particularly 
within the field of educators rather 
than employers. No attempt is here 
made to appraise the value of par- 
ticular courses in giving to students 
the ability to think clearly, analytic- 
ally and practically. 


III. Statement of the desired edu- 
cational qualifications which are 
found lacking in young graduates 
directs criticism particularly to defici- 
encies in English, elementary mathe- 
matics and handwriting. There is 
general criticism of lack of ability to 
think clearly, analytically and prac- 
tically and of ability to make prac- 


tical application of theory. There 
is a definite feeling expressed that 
the young graduates often lack in- 
dustry, patience, concentration, cour- 
tesy, tact, initiative and a sense of 
responsibility. 

That these criticisms of the lack 
of certain desired qualities are not 
intended as a general indictment of 
our educational system, is shown by 
the fact that those who make these 
criticisms have earlier stated their 
preference for men who have had a 
school and college education. 


IV. It is difficult to summarize 
briefly what employers are trying to 
do for the further education and 
training of their employes. Methods 
vary. The particular objectives seem 
to be to give the employes an under- 
standing of office methods and pro- 
cedure, of proper professional and 
personal conduct, and of the practical 
handling of accounting work, and to 
stimulate study, thought, and re- 
search. 


In conclusion, the report of this 
Committee is presented to set forth 
what the Committee believes to be a 
representative, although not com- 
plete, expression of the thought of 
certified public accountants, who are 
employers, as to the desired educa- 
tional qualifications of their younger 
employes. The report does not at- 
tempt to deal with the personal or 
moral qualities desirable in an em- 
ploye, even though these may be 
more important than his education. 

The report deals with results as 
seen by employers, and not with 
methods of education. The Commit- 
tee has endeavored here to present 
what it believes to be representative 
thought by employers on these sub- 
jects, whether or not the individual 
members of the Committee, or even 
the weight of judgment of the Com- 
mittee as a whole, may be in full con- 
currence with the thought here ex- 
pressed. 
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Replies received from members of 
the Committee have been given the 
same weight, without identification, 
as has been attached to the replies 
from others. Differences of opinion 
exist and may well be the subject of 
further consideration and discussion. 
The tribute which this study gives 
to the work which our educators and 
educational institutions have done is 
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not to be obscured by any criticisms it 
may contain. The report is submitted in 
the hope that the study it presents 
may be welcome by educators, as 
well as by students and employes, as 
pointing out certain standards by 
which employers are judging the 
educational qualifications of young 
men who apply to them for employ- 
ment in public accountancy. 


Respectfully submitted, 


Tuomas W. ByRNEs 

A. S. FEppE 

Henry B. FERNALD 
Myron A. FINKE 
WILLIAM B. FRANKE 
BENJAMIN HARROW 
Joun T. MappENn 
Hueu S. O’REILLy 
Maurice E. Petouset 
FREDERICK M. SCHAEBERLE 
WactER A. STAUvB, 


Chairman. 


NOTE 


This report of the Committee on Education, submitted to the Board of Directors of The 
New York State Society of Certified Public Accountants, has been considered by the Board 
of such public interest that the Board has approved of its publication so that it might be made 
available for the further consideration and study of the members of the Society and others 
interested in the problems of accownting education. Complete copies of the report including 
analysis of answers received to questionnaire regarding qualifications of graduates of account- 
ing schools as assistants to practicing certified public accountants may be secured, upon 


request, from the office of the Society. 


Condensed Summary of 
Answers to Questionnaire Regarding Qualifications 
of Graduates of Accounting Schools as Assistants to 
Practicing Certified Public Accountants 


I. General 
(A) In your employment of junior assist- 
ants, have you been able to give em- 
ployment to young graduates of the 
schools who have not had other busi- 
ness experience? 
Ans, Yes, with but few exceptions. 


(B) Do you have any rule that assistants 
you employ must have had some prior 
business experience? 

(1) Prior bookkeeping, accounting or 
clerical work. 
Ans. Not required, but many con- 
sider it desirable. 
(2) General business experience of 
some kind. 
Ans. Same as (1). 


(C) If you do not have such a rule— 

(1) Do you find that in practice you 
are selecting only those who have 
had prior business experience? 
Ans. About evenly divided be- 

tween yes and no. 

(2) Do you give distinct preference to 
those who have had prior experi- 
ence? 

Ans. A majority say yes. 

(D) Do you give preference to those who 
have had a general college education 
in addition to a technical accounting 
education? 

Ans. Yes, with but few exceptions. 

(E) Do you give preference in employment 
to the man who has had 
(1) practical accounting experience 

regardiess of education? 
Ans. Generally no. 

(2) education regardless of experi- 
ence? 

Ans. Generally yes. 

(F) (1) Do you give particular consider- 

ation in employment of young 
graduates to the grades which 


they have made in school work 
(a) generally? 


Ans. Yes, with but few ex- 
ceptions. 
(b) as to special subjects? 
Ans. A majority say yes. 


(2) If as to special subjects, what 
are the subjects which you give 
particular consideration? 

Ans. Accounting subjects, mathe- 
matics, finance, English, sci- 
ence, business administra- 
tion. 

(3) Do you give particular considera- 
tion to “extra-curricular” activi- 
ties,—leadership in student affairs, 
athletics, etc. ? 

Ans. To some extent. 

(4) Do you attach weight to a man’s 
having in whole or in part, earned 
his way by working during his 
college or school years? 

Ans. Generally yes. 


II. 


(A) What particular features of school ed- 
ucation do you consider important as 
qualifications for public accounting 
work? 


(1) Theory of accounts as represented 
by a general understanding of 
Balance Sheet and Profit and Loss 
classifications, their general scope 
and significance,and the rules gen- 
erally applicable as laid down by 
standard authorities; debit and 
credit equations; and other ques- 
tions of accounting theory. 


Ans. Yes. 


(2) Practical accounting (as reflected 
in the usual examination ques- 


tions). 
Ans. Yes. 

(3) Auditing theory and practice as 
presented in text book or school 
courses (as distinguished from the 
practical experience and the per- 
forming of actual auditing work). 
Ans. Yes. 

(4) Commercial law. 

Ans. Yes. 
(5) Corporation finance. 


Ans. Generally yes. 


(6) Professional ethics. 
Ans. Generally yes. 
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(7) English: (4) Speed in algebraic solu- 
(a) Grammatically correct use of tions? 
English. Ans. Answers vary from 
Ans. Yes “essential” to “little” 
ee but algebra gener- 
(b) Ability clearly, correctly and ally considered less 
concisely to express thoughts important than (3). 
(1) In writing (5) Form and arrangement 
Ans. Yes. of mathematical  solu- 
tions? 
2) Orall 
A Ans. Generally consid- 
ered “essential” or 
(c) Ability to read books or docu- desirable. 
ments with care and discrim- (6) Experience in the use of 
ination so as to get the idea mechanical equipment 
contained therein. (adding and other com- 
Ans. Generally yes. puting machines)? 
Ans. Not generally con- 
(d) Training o—_ experience in sidered important. 
public speaking. ( 
: : c) (1) Must a man be able to 
Ans. desir- perform the ordinary 
8 th tics: rapidly and accurately 
without mechanical aids? 


(a) What mathematical subjects 
do you feel it is important for 
the accountant to have? 


(1) Arithmetic 


Ans. Yes, with but few 
exceptions. 

(2) Or is it sufficient for him 

to know how to do this 


Ans. Yes. by the use of mechanical 
(2) Algebra equipment. 
Ans. Yes. Ans. No, with but few 
exceptions. 


(3) Geometry 
Ans. Generally yes. 


(4) Trigonometry 
Ans. Generally no, but some 
consider desirable. 


(5) Analytical Geometry 
Ans. Generally no, but some 
consider desirable. 
(6) Calculus 


Ans. Generally no, but some 
consider desirable. 


(b) How much stress do you 

place on 

(1) Soundness of mathemat- 
ical thought in analysis 
and solution of mathe- 
matical problems? 
Ans. Essential. 

(2) Accuracy in performing 
mathematical processes? 
Ans. Essential. 


(9) Research: 


(a) Understanding of research 
methods. 
Ans. Generally considered de- 
sirable but not essential. 
(b) Actual research work done. 


Ans. Some consider it desir- 
able. 


(10) Statistics: 


(a) Understanding of statistical 
theory. 


Ans. A majority consider it 
important or desirable. 


(b) Ability to prepare graphs. 


Ans. A majority do not con- 
sider it important. 


(11) Budgeting: 


Understanding of budgetary prin- 
ciples. 

Ans. A majority consider it impor- 
tant or desirable. 


(B) How important is it for the account- 
ant to have knowledge of the following 
subjects: 


(3) Speed in ordinary proces- 
ses of addition, subtrac- 
tion, multiplication and 


division? Ans. (1) Geography—Generally con- 
Ans. Answers vary from sidered important or desir- 
“essential” to “little” able. 


Ans. (2) History—A majority con- 


but generally con- 
sider it desirable. 


sidered important. 
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Ans. (3) Economic theory—Generally 
considered important. 
Ans. (4) Foreign languages 
(a) Spanish | Considered im- 
(b) French | portant or de- 
(c) German sirable by some 
Others | but not by ma- 
jority. 
Ans. (5) Physics—Desirable but not 
essential. 


Ans. (6) Chemistry—Generally con- 
sidered not very important. 


Logic—Generally considered 
important or desirable. 


Psychology—Generally con- 
sidered important. 


Mechanical drawing—Valu- 
able but not important. 


Ans. (10) Other subjects (if any) — 
English composition sug- 
gested by a few. 


Ans. (7) 
Ans. (8) 


Ans. (9) 


(C) Do you find experimental laboratory 
work in sciences a desirable qualifica- 
tion? 

Ans. Considered desirable only in re- 
gard to general breadth of train- 
ing and education. 


(D) How much importance do you place 
on handwriting as to legibility, speed, 
appearance? 

Ans. All three qualities generally con- 
sidered important, with special 
emphasis on legibility. 


III. 


What are the particular qualifications 
which you find the young graduates do 
not have which you feel they should have 
from the school education? 


Ans. The many different answers to 
this question apparently may be 
summarized briefly by saying 
that they express the thought 
that the young graduates lack— 


(1) Sound training in written 
and spoken English. 


(2) Ability and accuracy in ele- 
mentary mathematics. 


(3) Legible handwriting. 


(4) Ability to think clearly, ana- 
lytically and practically. 


(5) Ability in practical applica- 
tion of theory. 


(6) Industry, patience, concen- 


tration, courtesy, tact, in- 
itiative, and a sense of re- 
sponsibility. 

IV. 


What are the particulars which you en- 
deavor to give to the younger employe 
through instruction (as distinguished from 
the development of abilities which comes 
only with practical experience)? 


Ans. Some firms have definitely 
planned lecturesor staff meetings. 
Others seem to try to deal with 
the individual employes. 


The subject matter of staff meet- 
ings, lectures or individual in- 
struction or training (according 
to the procedure followed by 
various employers) seems gener- 
ally to be as regards— 


Office organization, procedure 
and methods (including prepa- 
ration of working papers. 
Conduct in clients’ offices. 


Accounting problems and tech- 
nique. 


Definite endeavor seems made to 
instill into the employees right 
concepts of professional conduct, 
sound processes of thought and 
efficient methods of work and to 
stimulate continued study, re- 
search and thinking on account- 
ing subjects. 


Letter Accompanying Questionnaire 


This letter is sent to you, as one of a limited number of practicing certified public 
accountants, members of The New York State Society, from whom this Committee 
asks certain information, as here outlined, which will help the Committee in its 
consideration of the problems before it. 

In its consideration of matters of accounting education, the Committee is 
conscious of various criticisms which have been made (a) by practicing accountants 
to the effect that the young men coming from the schools and wishing to enter their 
offices have not had the training and education necessary to make them valuable 
assistants ; (b) by the young graduates, and to some extent by the educators, to the 
effect that the practicing accountants are not doing what they should do in giving 
employment to the young graduates from the schools. 

There may be question of how far the schools ever can go in trying to turn out 
the young graduates who will be acceptable assistants to the practicing accountant. 
Perhaps the practicing accountant must expect that he will himself or through his 
organization always have to provide the further training and education that the young 
graduates must have in order to make them satisfactory assistants. An important step 
in the consideration of this problem seems to be some determination of the partic- 
ulars in which practicing accountants find the young graduates deficient as assistants, 
particularly as to those matters which involve training and education. 

The Committee desires to make the present inquiry without raising any question 
of whether existing methods of instruction are pedagogically the best, whether reme- 
dies should be sought in higher or lower grades of our schools and colleges, or any 
other questions of opinion as to why certain results have or have not come about. Also 
the Committee here raises no question regarding the merits of the English system of 
apprenticeship as compared with our system of employment. 

If we can have a fair picture before us of the actual situation, it should greatly 
help in the further consideration of educational problems. This study is undertaken 
by the Committee with due appreciation of the tremendous strides which have been 
made in a comparatively few years in building up our systems of accounting education. 
The particular thought of the Committee is to endeavor to obtain a fairly representa- 
tive opinion of the educational qualifications which the practicing accountants desire 
their assistants to have from the schools, and the particulars in which practicing 
accountants feel the young graduates do not have the desired qualifications for employ- 
ment as assistants in public accounting work. 

It is understood that all replies will be for the confidential information of the 
Committee and any published statement will be a composite summary of the replies. 

Even though you may not be able to make a full and exhaustive reply, any 
expressions which you can give to the Committee regarding the question here raised 
will help in understanding the general situation. The Committee will therefore appre- 


ciate as prompt a reply as you can give. 
Respectfully, 


(Signed) Watter A. Staus, Chairman 
For the Committee on Education. 
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Tuis multiple total analysis ma- 
chine is used for many different 
kinds of distribution work, such as: 
Sales Analysis 
Purchase Analysis 
Payroll and Labor Cost Distribution 
Remittance Distribution and Control 
Drivers’ Route Control 
Production Control 

Many retailers, wholesalers and 
jobbers, manufacturers, laundries, 
dairies, meat packers, mail order 
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Typewriting-Bookkeeping Machines 

Check-Writing and Signing Machines °* 


Postage Meter Machines 


Cash Registers 
Bank-Bookkeeping Machines 
Analysis Machines 


houses, publishers and railroads use 
this machine to compile statistical 
information quickly and cheaply. 

Whether you do your distribution 
work by hand or use mechanical 
equipment, it will pay you to dis- 
cuss the advantages of using this 
machine with one of our representa- 
tives. The discussion will not place 
you under obligation and may re- 
sult in your finding a cheaper and 
quicker method of performing dis- 
tribution work. 


Posting Machines 


Correct Posture Chairs 
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